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Report of the directors 


TO THE SHAREHOLDERS 


On behalf of the Board of Directors, I submit the Annual Report for the year ended 
December 31, 1973 along with the Financial Statements and the Report of the Auditors. 


FINANCIAL HIGHLIGHTS 


1973 1972 % CHANGE 

Sales and Commission Revenue ....................:.000:+- $5,302,000 $4,774,000 11 
Rounds hipped aan eee a eee 5,085,000 3,941,000 29 
Profit (Loss) Before Extraordinary Item .............. 287,000 (178,000) _— 
Profit (Loss) After Extraordinary Item ................. 417,000 (178,000) = 
Casha Blow. Se ec eis ee adeno ee BLE 734,000 89,000 (25% 
Long-Term Debt * eee 425,000 651,000 (35) 
Working Capital . Ft ce Gate 422,000 342,000 23 
Working Capital Ratio ......... iat: 1.42:1 1.42:1 — 
Profit (Loss) Per Common Share Before 

EXtraordinanya ten meeeen een nee eee ee iL, (1.40) 
Profit (Loss) Per Common Share After 

Extraordinary Item ..... ee Ris meee are 2.10 (1.40) 


SALES AND COMMISSION REVENUE 


Sales and commission revenue dollars were not up in relation to the increase in pounds 
shipped because of the larger portion of commission yarn processed in 1973. Nylon price increases 
accounted for a substantial part of the rise in revenue. 


EARNINGS 


Commission processing margins remained at a satisfactory level throughout the year whereas 
nylon margins returned to a profitable level only by mid-year. Operations were close to capacity 
throughout the year with the resulting improvement in efficiency being reflected in earnings. 
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BALANCE SHEET 


The improvement in cash flow combined with the low level of inventories, improved turn- 
over in receivables and larger proportion of pounds shipped on a commission basis resulted in a cash 
surplus of $300,000 being available at year end for short-term investment. Capital additions fin- 
anced entirely from working capital totalled $434,000. Despite the heavy capital expenditures, 
working capital increased by $80,000 and the ratio remained constant. 


OUTLOOK 


The prospects for 1974 are favourable as demand for yarn companies’ products is expected 
to continue to exceed supply. 


EMPLOYEES 


A new two-year contract was signed with the Textile Workers Union of Amcrica effective 
January 1, 1974. 


We wish to thank all employees for their contribution in making this year a success. 


A. GOLD, 
President 


AUDITORS’ REPORT 


TO THE SHAREHOLDERS OF 
RIVERSIDE YARNS LIMITED 


We have examined the balance sheet of Riverside Yarns Limited as at December 31, 1973 
and the statements of earnings, retained earnings and source and application of funds for the year 
then ended. Our examination included a general review of the accounting procedures and such tests 
of accounting records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion these financial statements present fairly the financial position of the company 
as at December 31, 1973 and the results of its operations and the source and application of its 
funds for the year then ended, in accordance with generally accepted accounting principles applied 
on a basis consistent with that of the preceding year. 


Cambridge, Ontario THORNE, GUNN & CO., 
February 5, 1974 Chartered Accountants. 
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Riverside Yarns Limited 


STATEMENT OF EARNINGS 
YEAR ENDED DECEMBER 31, 1973 
(with comparative figures for 1972) 


1973 
Salestandmcomimissionu@rev.entl cies esate eaeta ace ae $5,302,418 
Cost of goods So] dite cey: yee erro ere 4,283,854 
Gross probity occ ree ree 1,018,564 
Selling and administrative expenses .00..00000..ccccccccceccecceeeeeeeeeseereee 408,122 
Intexesteon! lon gatermnG cotati eset eae eee 87,678 
Hinancing exp ensesramontiz.cc mares en ane ee ee eee 2,992 
498,792 
519,772 
Profitzonesalesotetixcduassets aeenen ne eee etn ne ent 3,399 
Earnings (loss) before income taxes and 
extraordinary items tee eee eee 523,171 
Income Taxes 
Boy G col) aan Me Paras te ce ee MONON tee te Ae oR Sr con . 171,195 
Deferred hri2bs ies ee ee, ene 65,100 
236,295 
Earnings (loss) before extraordinary item |... cece. 286,876 
Income tax reduction realized on carry forward 
Ole fale SETS NAST co. ceccancenmnooonineen staneasunnanase asbesonaesennve sows 130,447 
NET HARNINGS (eOSS)BHORS DE Eiey. Ey Ahan ee eee $ 417,323 
EARNINGS (LOSS) PER COMMON SHARE (note 5) 
1973 
Before After 
extraordinary extraordinary 
item item 
Earnings (loss) per common share ......... Lae $1.33 $2.10 
Fully diluted earnings per 
common share ......... ee ; 1.25 1.81 


STATEMENT OF RETAINED EARNINGS 
YEAR ENDED DECEMBER 31, 1973 
(with comparative figures for 1972) 


1973 
Balancezat beginning yotay.carmremee ten eee eee $ 203,958 
INet earnings: ((loss)itorithes years ee eee ene eee ee 417,323 
BALANCE AT END OF YEAR $ 621,281 
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1972 


$4,774,234 
4,346,552 


427,682 


505,413 
106,168 
2,940 


614,521 


(186,839) 
9,125 


(177,714) 


(177,714) 


$ (177,714) 


$(1.40) 


1972 
$ 381,672 
(177,714) 


$ 203,958 


STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
YEAR ENDED DECEMBER 31, 1973 
(with comparative figures for 1972) 


1973 1972 
SOURCE OF FUNDS 
Operations 
Net earnings (loss) for the year ........... PA =o as rie $ 417,323 $ (177,714) 
Items not involving current funds 
Depreciation and amortization .......00000.000000....... See 255,461 275,488 
DeterredseinCOme, taxes is scct sobs eesti mass ee ea pach euisake 65,100 
Profit on sale of fixed assets ........ er ee te fee eens (3,399) (9,125) 
734,485 88,649 
Proceeds trom sale ofmixed ASSctsiae ee serene ce te eee se eal 22,551 
740,197 111,200 
APPLICATION OF FUNDS 
Additions to fixed assets ............ Sess II oe cult ie gc GN ned he 433,853 15,466 
Reduction of non-current Doueen of 
TONGStETINE CEDEe ete een Aen” SN ce tere dN ep Scie 226,440 113,240 
660,293 128,706 
INCREASE (DECREASE) IN WORKING CAPITAL ............ 79,904 (17,506) 
WORKING CAPITAL AT BEGINNING OF YEAR ................ 342,121 359,627 
WORKING CAPE ATGeA Ter NIDNOHRY. By AIRs sees eee eos $ 422,025 $ 342,12] 
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Riverside Yarns Limited 
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(Incorporated under the laws 


BALANCE SHEET — DECEMBER 31, 1973 
(with comparative figures at December 31, 1972) 


ASSETS 
CURRENT ASSETS 

Gashoe 
Bank deposit reccipts 
Accounts receivable . 
Income taxes recoverable 
Inventorics (note 1) 
Prepaid expenses ..... 


FIXED ASSETS (note 2) 
Land, buildings, machinery and equipment 
Less accumulated depreciation . 


DEFERRED FINANCING EXPENSES, less amortization 


LIABILITIES 
CURRENT LIABILITIES 


Imcomesandsothentaxess payable aa 
Principal due within one year on long-term debt 


LONG-TERM DEBT (note 3) 


DEFERRED INCOME TAXES ........... 


$ 


1973 

24,822 
300,000 
603,913 


399,240 
103,686 


1,431,661 


2,866,097 
1,823,066 


1,043,031 


$2,478,537 


3,845 


$ 675,831 
107,365 
226,440 


1,009,636 
424,520 


65,100 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK (note 4) 
Authorized 
120,000 Class A $.50 cumulative convertible 
voting shares without par value 
290,000 Common shares without par value 
Issued 
120,000 Class A shares 
170,000 Common shares rl chelate ean, ah ea aie 


RETAINED EARNINGS 


Director: J. S. DEACON Approved by the Board 


S1X 


358,000 
621,281 


979,281 


$2,478,537 


1972 


$ 692,612 
1,757 
389,547 
67,822 


1,151,738 


2,478,261 
1,614,301 


863,960 
6,837 
$2,022,535 


$ 13,687 
534,151 
41,669 
220,110 


809,617 
650,960 


358,000 


203,958 
561,958 
$2,022,535 


Director: A, GOLD 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1973 


INVENTORIES 1973 1972 
AWA COTTA S ance ee eee errno aa Ney be ee nan CA Mout $ 195,032 S ZL Ot) 
WOT KeiIe PLOCOSGa mene st irc toh ae tomy MU emt ne eerie aren ah mia ameter eh eee 74,549 71,401 
TSEC COO CS arty ter eee fronts nc een pete mirc. Oak a 129,659 276,227 
$ 399,240 $ 389,547 


Raw materials are valued at lower of cost and replacement cost. Work in process and finished goods 
are valued at lower of cost and net realizable value. 


FIXED ASSETS 


1973 1972 
Asset Accumulated 
value depreciation Net Net 
LBEHAYGL =. con dskens Mena eee me ery cae SIRT Sor nes eee $ 6,600 $ 6,600 $ 6,600 
BU GING SMa yO REN tered nen Pes 391,960 $ 275,019 116,941 118,224 
Machinery and equipment .......................... 2,467,537 1,548,047 919,490 739,136 


$2,866,097 $1,823,066 $1,043,031  $ 863,960 


Land and buildings are valued at replacement value as of April 20, 1928 with subsequent additions 
at cost. Machinery and equipment are valued at cost. 


It is the company’s policy to write off the cost of fixed assets over the estimated number of years in 
which the asset can economically contribute to earnings. 


Asset Class Rate Mcthod 
Buildin oss Pe eeeeere eens, et ct Maa ae 5% declining balance 
Machinery and equipment 
Additions pnoriton LOGSme een ee 20% declining balance 
1968 and subsequent additions mainly ........ 20% straight line 


Depreciation charges included in cost of goods sold are $252,469 ($272,548 in 1972). 


LONG-TERM DEBT 


1973 1972 
9.4% Mortgage loan, maturing August 23, 1975 oe. $ 134,000 $ 214,400 
12% Mortgage bond, maturing June 15, 1976 ................ vee 124,960 175,000 
12% Mortgage loan, maturing January 23, 1978 ..000000...... 392,000 481,670 
650,960 871,070 
Less principal included in current liabilities ............. eerie 226,440 220,110 
$ 424520 $ 650,960 


page | seven 


Riverside Yarns Limited 


page 


LONG-TERM DEBT (Continued) 


These debt instruments are secured by the company’s fixed assets and in addition the 12% mortgage 
loan is secured by a floating charge on all assets and undertakings of the company. 


Principal due within each of the next five years is as follows: 


1974 $226,440 
1975 199,640 
1976 120,880 
1977 96,000 
1978 8,000 


CAPITAL STOCK 


The Class A shares are convertible into common shares on the basis of one common share for each 
two Class A shares converted. 7 


Dividends on Class A shares are paid to December 31, 1969 and arrears at December 31, 1973 
amount to $2.00 per share totalling $240,000. 


Conditions attaching to the mortgage loans place certain restrictions on the payment of dividends. 


EARNINGS (LOSS) PER COMMON SHARE 


Earnings (loss) per common share have been calculated after providing for dividends for the year on 
Class A shares. 


Fully diluted earnings per common share have been calculated on the assumption that all of the 
Class A convertible shares outstanding at December 31, 1972 had been converted into 60,000 addi- 
tional common shares at the beginning of the year. 


COMPARATIVE FIGURES 


Certain figures for 1972 have been reclassified in order to present them in a form comparable with 
those for 1973. 


OTHER STATUTORY INFORMATION 


Direct remuneration of directors and senior officers (as defined by The Business Corporations Act) 
amounts to: 1973, $110,853; 1972, $84,329. 
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PROFIT and LOSS 


Thousands of dollars 


400 


200 


EXTRAORDINARY 
ITEM 


300 


200 


100 


200 


100 


200 
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Six Year 
Financial Summary 


See Overleaf 


SIX YEAR FINANCIAL SUMMARY 


INCOME AND EXPENSE 1973 1972 1971 1970 1969 1968 
Sales and commission revenue .... : SEES Rb peeNece tea cectae ... $5,302,418 $4,774,234 $4,448 320 $4,719,889 $4,797,135 $4,745,554 
Cost of goods sold excluding depreciation 4,031,385 4,075,656 3,845,751 4,184,664 4,070,176 3,982,072 
Gross Profit excluding depreciation ..... ar cconaorpodsnoceecsaanbmnsaieeenonedesovomcepace, — CATAL TOES) 698,578 602,569 535,225 726,959 763,482 
Selling and administrative expenses 407,122 502,661 403,692 448,218 327,538 286,648 
Directors’ fees ; : Seaton 1,000 1,100 1,200 1,300 2,600 1,300 
Interest on long-term debt ................... ‘ 87,678 106,168 88,758 72,653 46,425 23,483 
Financing expenses amortized .......0.....0ccccccccccscecececeveseseeseeses eee ree Ne 2,992 2,940 3,767 4,066 1,665 1,636 

Se ee 
498,792 612,869 497,417 526,237 378,228 313,067 
Earnings before undemoted items : 772,241 85,709 105,152 8,988 348,731 450,415 
Profit (loss) on sale of fixed assets 3,399 9,125 3,729 (32,887) 10,845 2,399 
775,640 94,834 108,881 (23,899) 359,576 452,814 
Depreciation 252,469 272,548 231,983 262,234 183,577 123,146 
Earnings (loss) before income taxes ..........0..cccccccecccececerecesesseveeevesecetesesccses. i 523,171 (177,714) (123,102) (286,133) 175,999 329,668 
Income taxes 
Current (net of extraordinary item in 1973)... rei eins ach ene ee 40,748 = == (38,959) 38,959 71,329 
Deferred : Seeone Be HOESOAEbOOS ee : Rice atest ; 65,100 = (33,421) (91,764) 44,436 85.861 
105,848 — (33,421) (130,723) 83.395 157,190 
Net eamings (loss) for year ccc. sees. $ 417/393 $ (177,714) $ (89,681) $ (155,410) $ 92,604 $172,478 
ee eee 

FINANCIAL AND OTHER INFORMATION 1973 1972 1971 1970 1969 1968 
Working capital : ae She GSoC ecOOU EGE SS ERe TC 422,025 342,121 359,627 478,878 414,273 621,510 
Working capital ratio .... Ree ee See erie: eee a 1.42:1 1,42:1 1.29:1 1.42:1 1.35:1 1.68:1 
Long-term debt .. 424,520 650,960 764,200 514,600 655,000 494,900 
Shareholders equity . Pe aC S ae ree ee eee he 979,281 561,958 739,672 829,353 992,056 966,066 
Number of shares outstanding — Class A 3 Sac ecaas FRScO ORES CSR Ra 120,000 120,000 120,000 120,000 120,000 120,000 
Common . sates «as 5 3 170,000 170,000 170,000 170,000 170,000 170,000 
Equity per share — Class A . , Seoaeires 4.55 2.82 3.14 3.15 3.42 3.33 
Common ee siccen asc 2.55 1.32 2.14 2.65 3.42 3.33 
Net earnings (loss) per share = __ Common occ cee cccceccecceeceecceeseesseeseesseessecss 2.10 (1.40) (.88) (1.27) 19 1.01 

Dividends paid per share == ClassyAW Ye een eee ; = = = — 50 = 

Common Ene ROAR AC SEAS ‘ oe = = = — = mA 

Dividend arrears per share — Class A eee cite il pre Pe 2.00 1.50 1.00 50 = a 
Cash flow from operations. : 734,485 88,649 108,919 52,013 322,282 383,121 
% of cash flow to shareholders’ equity 75.0% 15.8% 14.7% 6.3% 32.4% 39.7% 
Purchase of fixed assets 433,853 15,466 476,804 18,861 632,762 544,379 
Wixed assets) (net) 1,043,031 863,960 1,134,468 890,343 1,345,899 915,362 


NOTE: Number of shares outstanding and per share items have been restated for years prior to 1970 to reflect the 1970 capital reorganization. 
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MEMORANDA 


YARNS LIMITED 


NOTICE OF ANNUAL MEETING 
OF SHAREHOLDERS 


NOTICE IS HEREBY GIVEN that the annual meeting of the 
shareholders of RIVERSIDE YARNS LIMITED (hereinafter called the 
“Corporation”) will be held at the head office of the Corporation, 15 
Melville Street South, Cambridge, Ontario, on Thursday, the 2nd day of 
May, 1974 at the hour of 10:30 o’clock in the forenoon (Eastern Daylight 
Saving Time) for the following purposes: 


1. to receive the financial statements of the Corporation for the 
year ended December 31, 1973 together with the reports of 
the President and auditors thereon; 


2. to elect directors; 
8. to appoint auditors; 


4, to transact such further and other business as may properly 


come before the meeting or any adjournment or adjournments 
thereof. 


DATED at Cambridge this 8th day of April, 1974. 


By order of the Board, 
S. E. EDWARDS, 


Secretary. 


NOTE: If you are unable to be present personally at the meeting and 
are the holder of common shares without par value or Class A 
shares without par value of the Corporation, please complete, sign 
and return the enclosed form of proxy in the envelope provided 
for that purpose. 


INFORMATION CIRCULAR 


This information circular is furnished in connection with the 
solicitation of proxies by or on behalf of the management of RIVERSIDE 
YARNS LIMITED (hereinafter called the ‘‘Corporation”) for use at the 
annual meeting of the shareholders of the Corporation (hereinafter called 
the “meeting” to be held at the head office of the Corporation, 15 Melville 
Street South, Cambridge, Ontario on Thursday, the 2nd day of May, 1974 
at the hour of 10:30 o’clock in the forenoon (Eastern Daylight Saving 
Time) and at any adjournment or adjournments thereof for the purposes 
set forth in the accompanying notice of meeting. Solicitation of proxies 
will be primarily by mail but proxies may also be solicited personally or 
by telephone by regular employees of the Corporation. The cost of solici- 
tation will be borne by the Corporation. 


VOTING SHARES AND PRINCIPAL HOLDERS THEREOF 


The holders of common shares without par value (hereinafter 
called ‘‘common shares”) and the holders of Class A shares without par 
value (hereinafter called “Class A shares’) of the Corporation will be 
entitled to vote at the meeting. Each holder of common shares and each 
holder of Class A shares of the Corporation, of record at the close of 
business on April 30, 1974 is entitled to one vote for each such share held. 
As at the date hereof there are 170,000 common shares and 120,000 Class 
A shares of the Corporation outstanding. 


ELECTION OF DIRECTORS 
AND 
INFORMATION CONCERNING NOMINEES 


vs The following persons are proposed to be nominated for election 
as directors at the meeting to hold office until the next annual meeting.. 


Approximate number of 
shares of the Corporation 
beneficially owned, 

directly or indirectly - 


Name and Other positions Year first 


present principal and offices with became a Common Class A 
occupation the Corporation Director Shares Shares 
John S. Deacon, = 1955 1,159 292 
Chairman of the | 
Board, ~ 
F. H. Deacon & 


Company Limited, 
(Investment' dealers | 
and stock brokers). 


Abe Gold, Wo President 1967 12,002 — 
President, 

Walker Stores ‘Limited, 

(Retailer of 

family clothing). 


William W. Laird, Executive 1967 8,100 = 
ce: Vice-President 
Solicitor. 


Robert J. Anderson, os 1962 2,300 2,800 
Professional 
engineer, consultant. 


Stanley E. Edwards, Secretary 1961 405 300 


Solicitor, 

Fraser & Beatty, 
(Barristers and 
solicitors). 


All nominees as directors have continuously served as directors of 
the Corporation from the years indicated, and were elected to their present 
terms of office by a vote of shareholders at the annual and general meeting 
of shareholders held on June 7, 1978, the notice of which was accompanied 
by an information circular. 


IT IS INTENDED THAT THE PROXIES HEREBY SOLICITED 
WILL BE VOTED AT THE MEETING FOR THE ELECTION OF EACH 
OF THE FOREGOING PERSONS AS DIRECTORS. In the event that 
prior to the meeting any of the said persons should become unable or un- 
willing to serve as a director, it is the intention of the persons named in 
the enclosed form of proxy to vote tor the election of such other person 
as a director as they in their discretion determine. 


REMUNERATION OF MANAGEMENT AND OTHERS 


The aggregate direct remuneration paid by the Corporation to the 
directors and senior officers of the Corporation during 1973 was $110,853. 


| MANAGEMENT CONTRACT 


By an agreement with Mr. Abe Gold and Montor Management 
Limited, dated June 15, 1967, Montor Management Limited was engaged 
to provide the management services of Mr. Abe Gold until May 31, 1970. 
On June 25, 1970 the directors of the Corporation authorized the renewal 
of the said agreement for a period of three years ending May 31, 1973. On 
June 7, 1973 the directors of the Corporation authorized the renewal of 
said agreement for a further period of three years ending May 31, 1976 
on the same terms and conditions with remuneration payable to Montor 
Management Limited at the rate of $25,000 per annum. 


The total amount paid to Montor Management Limited from 
January 1, 1973 to the date hereof pursuant to said agreement was 
$27,499.48 in fees and $1,500.00 in expenses. 


Montor Management Limited, 5757 Decelles Avenue, Montreal, 
Quebec is an Ontario company incorporated to provide management ser- 
vices and is controlled by Mr. Abe Gold, 5500 MacDonald Street, Montreal, 
Quebec, the President and a Director of the Corporation. 


APPOINTMENT OF AUDITORS 


It is intended to vote the shares represented by the proxies here- 
by solicited to re-appoint the firm of Thorne, Gunn & Co. as auditors of 
the Corporation to hold office until the next annual meeting of share- 
holders. 


APPOINTMENT AND REVOCATION OF PROXIES 


A SHAREHOLDER HAS THE RIGHT TO APPOINT A PERSON 
OTHER THAN THE PERSONS DESIGNATED IN THE ENCLOSED 
FORM OF PROXY TO ATTEND AND ACT FOR HIM AND ON HIS BE- 


HALF AT THE MEETING. To exercise this right the shareholder should 
either (i) insert the name of the desired person in the blank space pro- 
vided in the form of proxy AND STRIKE OUT THE OTHER NAMES, or 
(ii) submit another appropriate proxy and, in either case, send the proxy 
to the Secretary of the Corporation prior to the meeting or deliver it to 
the Chairman of the meeting at the meeting. A person so appointed 
need not be a shareholder of the Corporation. To be valid a proxy should 
be executed by the shareholder or his attorney duly authorized in writing 
or, if the shareholder is a corporation, under its corporate seal or by an 
officer or attorney thereof duly authorized. 


A proxy may be revoked before it is exercised by instrument in 
writing executed in the same manner as a proxy and deposited either at 
the head office of the Corporation at any time up to and including the last 
day preceding the day of the meeting or any adjournment thereof at which 
the proxy is to be used or with the Chairman of the meeting on the day of 
the meeting or any adjournment thereof and upon either of such deposits 
the proxy is revoked. 


VOTING OF PROXIES 


The shares represented by the proxies hereby solicited will be 
voted. It is not intended to use the proxies which are hereby solicited for 
the purpose of voting upon the financial statements of the Corporation for 
the year ended December 31, 1973 or the reports of the President and the 
auditors thereon. 


The enclosed form of proxy confers discretionary authority upon 
the persons named therein with respect to amendments or variations to 
matters identified in the accompanying notice of meeting and with respect 
to other matters which may properly come before the meeting. As of 
the date of this circular the management knows of no such amendments, 
variations or other matters to come before the meeting. HOWEVER, IF 


ANY SUCH AMENDMENTS, VARIATIONS OR OTHER MATTERS 
WHICH ARE NOT NOW KNOWN TO THE MANAGEMENT SHOULD 
PROPERLY COME BEFORE THE MEETING THE SHARES REPRE- 
SENTED BY THE PROXIES HEREBY SOLICITED WILL BE VOTED 
THEREON IN ACCORDANCE WITH THE BEST JUDGMENT OF THE 
PERSON OR PERSONS VOTING SUCH PROXIES. 


Dated April-8, 1974. 


